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In early January, the government announced plans to renegotiate Ecuador's foreign commercial
debt with a 10-member committee of banks headed by Chase Manhattan and to begin talks with
the International Monetary Fund (IMF) to open new credit lines with private and multilateral
lending sources. Of the country's total US$12.7 billion foreign debt, Ecuador owes about US$7.5
billion to some 400 foreign commercial banks. About US$3.7 billion, or 49% of the commercial debt,
is accumulated principal and interest in arrears. Ecuador had suspended payments to creditors
from 1987 to 1989, and from 1990 to 1992, the government only managed to meet about 30% of its
payment obligations each year. Since taking office in August 1992, President Sixto Duran Ballen
has stressed his government's commitment to renegotiate the commercial debt and bring payment
obligations up to date. "We will honor all our commitments in order to restore our country's good
name within the international financial community, and thus pave the way for greater foreign
support for Ecuador's economic development," Duran told a group of foreign ambassadors in early
January. Indeed, of the US$1.975 million budget approved for 1993, the government will spend US
$628 million (nearly 32%) on foreign debt repayments. In mid-December, a high-level government
delegation headed by Central Bank president Ana Lucia Armijos met with a committee of 10 foreign
banks in New York to present Ecuador's proposal for debt renegotiation. The creditors' committee
has promised to make a counterproposal by late January at the latest, paving the way for a new
round of negotiations in early February, according to Finance Minister Mario Ribadeneira. In
February, the government will also present a letter of intent to the IMF to begin negotiations over a
new standby accord, which the government hopes will lead to more credit from multilateral lending
institutions such as the World Bank and the Inter-American Development Bank (IDB). A technical
delegation from the IMF already visited the country in mid- January to evaluate government
economic policies. The Duran administration's austerity program, launched in September 1992,
should reinforce the government's credibility in debt renegotiations, according to officials. The
September plan contained shock measures to reduce the government's estimated US$700 million
fiscal deficit, including a 35% devaluation of national currency, floating interest rates, public
spending cuts, plans to privatize state institutions, and an end to government subsidies on public
services. (Sources: Agence France-Presse, 12/05/92, 12/10/92, 12/16/92, 01/11/93; Spanish news
service EFE, 01/01/93-01/02/93, 01/12/93)
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